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1.adies and Gentlemen:

We are responsible for the identification of, and compliance with, ail aspects of laws, regulations, contracts,
or grant agreements that could have a material effect on the operations of the Agency. We are responsible for
and we have established and maintained an effective system of internal controls over compliance
requirements. We have performed an evaluation of the Agency’s compliance with the following assertions
during the year ended June 30, 2007. Based on this evaluation, we assert that during the year ended June 30,
2007, the Agency has materially complied with the assertions below.

A. The agency has obligated, expended, received and used public funds of the State in accordance with
the purpose for which such funds have been appropriated or otherwise authorized by law.

B. The agency has obligated, expended, received and used public funds of the State in accordance with
any limitations, restrictions, conditions or mandatory directions imposed by law upon such
obligation, expenditure, receipt or use.

(. The agency has complied, in all material respects, with applicable laws and regulations, including the
State uniform accounting system, in its financial and fiscal operations.

D). State revenues and receipts collected by the agency are in accordance with applicable laws and
regulations and the accounting and recordkeeping of such revenues and receipts 1s fair, accurate
and in accordance with law.

E. Money or negotiable securities or similar assets handled by the agency on behalf of the State or

held in trust by the agency have been properly and legally administered, and the accounting and
recordkeeping relating thereto is proper, accurate and in accordance with law.

Yours very trly,
iilinois State Board of Education

p N b MW QZ/

ChriStopher A. Koch, Ed.D. 7Linda Mitchell Darren Refsberg
State Superintendent of Education Chief Financial Officer General Counsel




STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION

FINANCIAL AUDIT AND COMPLIANCE EXAMINATION

FOR THE YEAR ENDED JUNF 340, 20067

COMPLIANCE REPORT

SUMMARY

The compliance testing performed during this examination was conducted in accordance  with
Government Anditing Standards and in accordance with the Hlinois State Auditing Act,

AUDITOR’S REPORT

The Independent Accountant’s Report on State Compliunce. on Internal Control Over Compliance and on
Supplementary  Information for State Compliance Purposes does not contain seope hmitations,
disclaimers. or other significant non-standard linguage.

SUMMARY OF FINDINGS

Thas Prior
Numberof Report Report
Findings 5 5
Repeated findings 2 |
Prior recommendations implemented or not repeated Q 2
Details of findings are presented in # separately tabbed report section.
hem No. - Page - Description
FINDINGS (STATE COMPLIANCE)
07-1 12 Noncompliance with Mandated Daties
07-2 22 Noncompliance with the Fiscal Control and Internal Auditing Act

PRIOR FINDINGS NOT REPEATED

None
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STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION

FINANCIAL AUDIT AND COMPLIANCE EXAMINATION

FOR THE YEAR ENDED JUNF 30, 2007

EXIT CONFERENCE

The findings and recommendations appeanig in this report were discussed with Agency personnel at an
exit conference on March 28, 2008, Attending were:

INinoeis State Board of Education

Christopher Koch, Ed.D State Superintendent of Education

Dyarren Reisherg General Counsel

Lisa l.abonte Chief Internal Auditor

Robert Wolfe Division Administrator of Fiscal and Procureiment

Ronny Wickenhauser Division Administrator of Budget and Fimancial
Marnagernent

Office of the Auditor General

Jane Clark Audit Manager

Washington, Pittman & McKeever, LLC

Dorothy A, McLomore Principal
Angela T. Allen Audit Manager
Bola Babatunde Senior In Charge

Responses to the recommendations were provided by Christopher A. Koch, EA.D., in a letter dated April
4. 2008.
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INDEPENDENT ACCOUNTANT'S REPORT ON STATE COMPLIANCE, ON
INTERNAL CONTROL OVER COMPLIANCE AND ON SUPPLEMENTARY
INFORMATION FOR STATE COMPLIANCE PURPOSES

Honorabke William G, Holland
Auditor General
State of Hino

amd

The Board Members of the
Hhaots State Board of Fducation

Compliance

As Special Assistant Auditor for the Auditor General, we have examined the Hinows State Board of
Fducation™s compliance with the requiremnents fisted below. as more fully deseribed in the Audit Guide
for Fiuancial Audits and Comphliance Attestation Engagerents of Hiinots State Azencies (Audit Guide) as
adopted by the Auditor General, during the vear ended June 30, 2067, The management of the Hlinois
State Board of Fducation is responsible for compliance with these requivemnents. Our responsibibity 1s to
express an opipon on the tHinots State Board of Tidication’s compliance based on our examination.

AL The llinois State Board of Education has obligated, expended. received. and used public funds of the
State m accordance with the purpose for which such funds have been appropriated or otherwise
authorized by law,

3. The Illmos State Board of Edncation has obligated. expended. received. and used public funds of the
State in accordance with any himitations, restrictions, conditions or mandatory directions imposed by
law npon such obligation, expenditure, receipt or use,

C. The Hhimois Sate Board of Eduecation has complied. in all material respects, with applicable Faws and
regulations. including the State uniform accounting systern. in its financial and fiscal operations.

D. State revenues and receipts collected by the 1Hinois State Board of Lducation are in accordance with
applicable laws and regulations and the accounting and recordkeeping of such revenues and receipts
15 fair, accurate and in accordance with law.
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1. Money or negotiable securities or similar assets handled by the 1Hinois State Board of lducation on
hehalf of the State or held in trust by the 1Hinois State Board of Education have been properly and
legally administered and the accounting and recordkeeping relating thereto 1s proper. accurate, and in
accordance with law.

We conducted our examination m accordance with attestation standards established by the Amenican
Institute of Certificd Public Accountants: the standards applicable to attestation engagements contained n
CGovernment Auditing Standards issued by the Comptroller General of the United States: the HHinos State
Auditing Act {(Act): and the Audit Guide as adopted by the Auditor General pursuant to the Act: and,
accordingly, included exanuning, on a test basis, evidence about the Hhinois State Board of Education’s
compliance with those requirements listed n the first paragraph of this report and performng such other
procedures as we considered necessary 1n the circumstances. We believe that our exaniination provides a
reasonable basis for our opinion. Our exanunation does not provide a legal deterniination on the ihnois
State Board of Fducation’s comphiance with specified requirements.

As deseribed in findings 07-1 and 07-2 in the accompanymg Schedule of Findings, the Mlinois State
Board of Education did not comply with requirements regarding laws and regulations, including the State
uniform accounting systemn, n its financial and fiscal operations. Comphiance with such requirements is
necessary. in our opinion, for the Hlinois State Board of Education to comply with the requirements Listed
n the first paragraph of this report.

I our opinioit, except for the noncompliance described in the preceding paragraph. the Hlinois State
Board of Education complied, in all material respects. with the requirements histed m the first paragraph

of this report during the vear ended June 30, 2007

As required by the Audit Guide, immaterial findings relating to instances of noncompliance excluded
from this report have been reported in a separate letter to your oftice.

Internal Control

The management of the linois State Board of Education is responsible for establishing and maintaining
effective internal control over comphiance with the requirements listed in the first paragraph of this report.
In planning and performing our examination, we considered the Illlinois State Board of Education’s
internal control over compliance with the requirements first paragraph of this report in order to determine
our examination procedurcs for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with the Audit Guide 1ssued by the [llinois
Office of the Auditor General, but not for the purpose of expressing an opinion on the effectiveness of the
lllinois State Board of Education’s internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the lllinois State Board of Education’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses as defined below. However, as discussed below, we
identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies,

A control deficiency in an entity’s internal control over comipliance exists when the design or operation of

a control does not allow management or employees, in the normal course of performing their assigned

functions, to prevent or detect noncompliance with the requirements listed in the first paragraph of this

report on a timely basis. A significant deficiency is a control deficiency, or combination of control

deficiencies. that adversely affects the entity’s ability to comply with the requirements hsted in the first

paragraph of this report such that there is more than a remote likelihood that noncompliance with a
6



requirement that 15 more than inconsequential wiil not be prevented or deteeted by the entity’s mternal
comtrol. We consider the deficiencies i internal controt aver complhiance deseribed n the accompanying
schedule of findings as items 07-1 through 07-2 to be significant deficiencies.

A matertal weskness 15 a significant deficiency, or combination of significant deficieneies. that results in
more than a remote hkelihood that material noncompliiance with a requirement listed in the first paragraph
of this report will not be prevented or detected by the entity’s internat control. We did not consider any of
the deficiencies deseribed in the accompanying schedule of findings to be material weaknesses.

As required by the Audit Guide. immaterial findings relating to internal control deficiencies excluded
from this report have been reported in a separate letter to your office.

The Hlinois State Board of Education’s response to the findings 1dentufied in our examipation are
described in the accompanying schedule of findings. We did not examine the 1llinois State Board of

LEducation’s response and, accordingly, we express no opmion on it

Supplementary Information for State Compliance Purposes

As Special Assistant Auditor for the Auditor General, we have audited the financial statements of the
governmental activities, the major fund, and the aggregate remaming fund information of the Ittinors State
Board of Lducation as of and for the year ended June 30, 2007, which collectively comprise the Hlinots
State Board of Education’s basic financial statements, and have issued our report thereon dated April 8,
2008, The accompanying supplementary information, as histed in the table of contents as Supplementary
Information for State Compliance Purposes. 1s presented for purposes of additional analysis and 1s not a
required part of the basie financial statements of the {llinois State Board of Educaton.  The 2007
Supplementary Information for State Compliance Purposes, except for that portion marked “unaudited”
on which we express no opinion, has been subjected to the auditing procedures applied in the audit of the
basic finrancial statements and, m our opmion, 1s fairly stated in all matenal respects i relation to the
basie financial statements for the year ended June 30, 2007 taken as a whole. We have also previously
audited, in accordance with auditing standards generally accepted in the United States, the Hiinois State
Board of Education’s basic financial statements for the year ended June 30, 2006, In our report dated
December 19, 2006, we expressed an unqualified opinion on the respective financial statements of the
governmiental activities, the major {und, and the aggregate remaining fund information. In our opinion,
the 2006 Supplementary Information for State Comphance Purposes. except for the portion marked
“unaudited” is fairly stated in all material respects i relation to the basic financral statements for the year
ended June 30, 2006, taken as a whole.

This report is intended solely for the information and use of the Auditor General, the General Assembly,
the Legislative Audit Commission, the Governor, Agency Management, and the Board Members of the
llinois State Board of Education and 1s not intended to be and should not be used by anyone other than

these specified parties.

WASHINGTON, PITTMAN & McKEEVER, LLC
Chicago, Hlineis
April 8, 2008
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OFHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Witliam G. Holland
Auditor General
State of HHinois

and

The Board Members of the
Hinois State Bourd of Education

As Special Assistant Auditors for the Auditor General. we have audied the fmancial statements of the
governmental activities, the major fund. and the aggrepate remaining fimd intormation of the Hinows State
Board of Fducation. as of and for the vear ended June 30, 2007, which collectively comprise the [inois State
Board of Education’s basic financial statements and have issued our report thereon dated April 8, 2008, We
conducted our audit in accordance with miditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governntent Auditing Stundurds issued by the
Comptroller General of the United States.

internal Control over Financial Reporting

In planning and performing our audit, we considered the Hlinois State Board of Educaton’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
optnion on the financial statements. but not for the purpose of expressing an opinion on the effectiveness of
the lllinois State Board of Fducation's internal control over financial reporting. Accordmgly, we do not
express an opinion on the effectiveness of the Hlinois State Board of Eduecation’s internal control over
financial reportmg.

A control deficiency exists when the design or operation of a control does not allow management or
emplovees, in the normal course of performing ther assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

3



A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote bkelibood that a material misstatement of the hnancial statements will not be
prevented or detected by the entity s internal control,

Our consideration of internal control over financtal reporting was for the hinnted purpose described in the
first paragraph of this secoon and would not necessarily idently all deficiencies m mternal control that
might be significant deficiencies or material weaknesses. We dud not denttly any deficiencies in internal
control over financial reporting that we consider 1o be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hinoms State Board of Lducation’s financial
statements are free of materntal misstatement, we performed tests of its compliance with certam provistons of
laws, regulations, contracts, and grant agreements, noncomphiance with which could have a direct and
matertal etfect on the determination of financial statement amounts.  However. providing an opinton on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinton. The results of our tests disclosed no instances of noncomphance or other matters that are required
to be reported under Govermmient Anditing Standards.

We also noted certain matters which we have reported to management of the llinois State Board of
I'ducation in a separate letter dated April 8, 2008,

This report 1s miended solely for the imformation and use of the Auditor General, the General Assembly, the

[egislattve Audit Commission, the Governor, Agency Management, and the Board Members of the Hlinois
State Board of Education and is not intended 1o be and should not be used by anvone other than these

ot Plhao i, 210

WASHINGTON, PITTMAN & McKEEVER, LLC

Chicago, Hlinois
April 8, 2008
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INDEPENDENT ACCOUNTANT’S REPORT
ON AGREED-VPON PROCEDLURES

Honorable Withiam G Ttolland
Auditor General
state of Himors

As Special Assistant Auditer for the Auditor General, we have performed cach of the procedures
cnamerated below, which were agreed to by the Auditor Generall solely to assist the users in evalnating
managetient’ s assertion about the Hlmers State Board of Edacation’s compliance with respect fo the
reporting: during the vear ended June 300 2007, of the statewide high school dropout rate by grade level.
sex. rce, program categories, and the number of students whe graduate from, transfer from. or otherwise
leave bilingaat programs: by the State BBoard of Education pursuant to 103 1LCS 5/1A-4. These agreed-
upon procedures were performed m accordance with attestation standards extablished by the American
Institute of Certified Public Accoumants, The safficiency of these procedures 1s solely the responsibility
ol specitied users of the report. Consequently. we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose.

The procedures we perfornted and our findings are as follows:

1. Wereviewed the following articles of the School Cede: 105 HLUS S/1A-4. 105 ILCS 5/26-2a, and
FO5 1108 3/26-3a, noting the Agency’s mandated dutics.

2. We obtained and reviewed the fiscal year 2006 annual report for the State Board ol Education.
noting an instance of noncompliance with the statute.

3. We documented the Agency’s procedures for accumulating and reviewing dropout and

transitional bitingual education <ata.

4. We obtained and reviewed the information submitted by the local schoot districts via the 1SBE
Web Application Security (IWAS) System tor completion of dropout and other data for a sample
of 25 local school districts,

We compared dropout data for the 25 selected local school districts on the Agencey’s Local Area
Network {LAN) 10 the Agency’s computerized recap of dropout rates for the 2005-2006 school
year. We noted no significant exceptions.

LAy
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6, We examined the transaction log for the submission date of the completed “lind of Year Reports™
for the selected districts. We noted no significant exceptions for the submission the 2005-2006
Ind of Year Reports

el

We compared dropout data totals, by grade level and by program category. on the computerized
recap (o those on the 2006 Annual Report, submitted 10 the Governor and the General Assembly.
Al dropout totals, by grade level and by program category. on the computerized recap agreed to
the report,

% We reviewwd the tnformation submitted by 17 of the samiple of 25 local school districts with
hilingual edncation programs lor the completion of bilingual education data.

9. We compared bilingnal education data for the 17 ont of 25 local school districts to the Agency's
supmary of the number of students in bilingaal education programs for 2005-2006. We noted no
signtficant exceptions.

0. We compared bilingual education data totals, on the Annual Student Report, for the F7 out of 25
Jocal school districts to those on the 2006 Ammual Report, submitted to the Governor and the
General Assembly. We noted no significant exceptions.

Fl. We exantined transmittals for the completed ~Annual Student Report” for the school district’s
subntission date. We noted no significant exceptions for the 2005-2006 Annnal Student Reports.

Our tests disclosed an mstance of noncompliance which we have reported to management in a separate
letter dated April 8, 2008,

These agreed-upon procednres do no constitute an audit, the objective of which wonld be the expression
of an uphiion on management’s assertions. Accordingly. we do not express such an opivon. Tad we
performed additional procedures, other matters might have come w owr attention that would have been
reported 1o vou,

This report is intended solely for the information and use of the Auditor General, the General Assembly,

the Legislative Audit Commission. the Governor. Agency Management. and the Board Members of the
IHinois State Board of Education and is not intended to be. and should not be. used by anyone other than

these specified parties.
% — W%/{ZZ”@M@/&

WASHINGTON, PITTMAN & MeKEEVER LLC

Chicago, Hllinois
April 8, 2008



STATE OF 1LLINOIS
ILLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION
CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES
FOR THE YEAR ENDED JUNE 30, 2007
STATE COMPLIANCE

FINDING 071 Noncompliance with Mandated Duties
The Agencey did not comply with duties mandated by State statute. We noted the tollowing:

o The Agency did ot submut the Physical Education Report for the year ended June 30, 2006 to the
Cieneral Assembly and the Governor on or before January 30, 2007, The School Code (105 H.OS
5/2-3.97) requires the Agency to report to the General Assenibly and Governor on or before lanuary
307 of every odd-numbered year, the information on the physical education exemption programs for
the immediately preceding school year ending June 30. The statute requires the Agency to report the
genteral nature and manner of operation of the physical education exemption programs conducted by
school distriets; a brief deseription of the policy adopted by cach school district participating in such
programs: and the number of pupils participating in these programs, with the grade and by school
district. Ageney persormel stated the Physical Education Report was not completed due to oversight

caused by a change in the admmistration of the Accountability Division.

e The Agency failed o develop a teacher evaluation plan as required by the School Code. The School
Code (105 H.CS 5/24A-0) reguires the Agency to develop a teacher evaluation plan which shall
parallel as closely as possible the requirements of subsections (a) through (d) of Section 24A-5. Upon
receipt of the report from school districts that failed to evaluate therr teachers or 3f otherwise made
aware that such evaluations have not been conducted. the Agency shall enter upon the district
premises and evahiate the teachers m accordance with an evaluation developed by the Agency.
Agency personnet stated the Agency does not behieve it is necessary to develop a teacher evaluation
plan unless the Agency became aware of districts fatling to evaluate teachers as reguired. The
Accoumtability Division maintains Teacher Evaluation Files that inclide cach school district’s
teacher evaluation plan. The Regional Superintendent of Schools School Evaluation Form submitted
to the Agency includes a question to ensure teachers are evaluated at least once every two school
years. In the remote likelihood that the Agency became aware of teachers not receiving evaluations
as required. resources are available to alfow an evaluation instrument to be developed in a very short

timeframe.

e The Agency did not provide grants to charter schools to pay for start-np costs such as educational
materials and supplies. textbooks. furniture, and other equipment needed during their inttial term,
The Agency did not request a budget to fund transition impact aid and start up costs separately,
Upon approval of the appropriation, the allocation of the funds was at the discretion of the
Agency. The full appropriation was utilized by the Agency for the transition impact aid and
nothing was allotted to fund start-up costs. The School code (105 ILCS 5/27A-11.5) requires that a
separate appropriation be made for both the transition impact aid and the start up costs. Agency
personnel stated that appropriations for charter schools have historically been requested as one hine
item. Given the lack of funding, it has been agency policy to fund transition impact aid first and start
up grants if tunds remained.



STATE OF HLLINOIS
TLLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION

CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES

FOR THE YEAR ENDED JUNE 30, 2007

FINDING 87-1 Noncompliance with Mandated Duties (Continued)

L ]

I'he Agency failed to appoint a member to the Hlinois Institute for Entrepreneurship Bduciation for
the period March |, 2007 to September 20, 2007, The Agency appointed an employee from the
Carcer and Technical Education Divisian as member to the Hinois Institute for Entreprencurship
Lducation on September 21, 2007 replacing the previous appointee, who retired from the Agency on
February 28, 2007, The Hlinois State University Law (110 H.US 675/20-115) requires the Agency to
appoint one member to the Ninois Institute for Entreprencurship l-ducation. The appointed member
should have expertise and experience in the area of entreprencurship education. includimg small
business and entreprencurship. Agency personnel stated the appointment was not made due to

oversight.

The Agency lacked the required pumber of representatives on the Literacy Advisory Board, The
Agency only had one representative on the Literacy Advisory Board during fiscal year 2007, A
sccond representative was appointed by the Superintendent on September 10, 2007, pending
approval of Secretary of State. The State Library Act (15 1LCS 320/7.2) requires that two (2)
representatives from the Agency be appointed as members of the Literacy Advisory Board and
approved by the Secretary of State.  Agency personnel stated that the lack of a second

representative to the Literacy Advisory Board was due to oversight.

School Boards of school districts that were awarded the Parental Participation Pilot Project Grant
did not submit the annual progress report to the Agency on ar before Aagust 1. 2007, The
Ageney did not receive the anbual progress reports from the school districts that were awarded the
Parentat Participation Pilot Project Grant on or before August 1, 2007, The School Code (105
11.CS 5/2-3.141) requires that the school board of cach school district that was awarded the
Parental Participation Pilot Project Grant submit an anmnal progress report to the State Board no
later than August | of each year that the school district is participating. The project started in
fiscal vear 2007 (school year 2006 — 2007). hence, the first annual progress report should be
submitted on or before August 1, 2007, Agency personnel stated that although all four annual
progress reports for the grants were received by the Agency, the deadline of August | was not
met due to the delayed release of the fiscal year 2008 continuation grant applications for each
project, The annual progress reports are embedded in the continuation application and refease of
these documents was delayed due to staff (re)assignment to work on another Agency priority.
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STATE OF HLLINOIS
ILLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION

CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES

(Continued)
FOR THE YEAR ENDED JUNE 39, 2007

FINDING 67-} Noncompliance with Mandated Duties {Continued)

The Agency failed to obtain the annual performance report of the Reading Improvement Block
Grant Program from school districts. Furthermore, the Agency failed to prepare and submit an
annual report to the General Assembly on the results of the Reading Improvement Block Grant
Program. Eleven (11) ont of twenty-five (25) (44%) school districts that were awarded the Readimng
Improvement Block Grant did not submit the annual performance report to the Agency. As a result
the annual report on the results of the Reading Improvement Block Grant could not be prepared and
submitted to the General Assembly. The School Code (105 TLCS 5/2-3.31) requares that at the end
of each school vear, the school districts report to the State Board the performance of progress results
of the Reading. Improvement Block Grant. The School Code also requires the State Superintendent
of ducation, in cooperation with the school districts participating in the program, to annually report
1o the General Assembly the results of the Reading improvement Block Grant. Agency personnel

stated the report was not completed due to emplovee turnover.

The Agency did not timely review, approve and process Safety Survey Reports. A certificate of
approval was issued for | of 135 (6.7%) Safety Survey Reports tested, which was 38 days past the
180 day baseline, The School Code (105 1LUS 5/2-3.12) requires the State Superintendent of
Education to approve or deny Safety Survey Reports hicluding recommendations to effectuate
compliance and. if approved. 1ssie a certificate of approval. In addition, prudent business practice
requires prompt review, approval and processing of information. Approval of the Safety Survey
Reports requires the Agencey to work with schools. contractors. and architects: based on the prior
audit, 90 days wis determined to be an adequate processing time period for approval of
amendments and 180 days for the Safety Swurvey Report. Agency personnel stated due to
budgetary reductions, staft’ that reviewed the Safety Survey Reports was significantly reduced
from six t© one. The Surveys are submitted by all school district/LLEAs (except Chicage)
throughout the state. However, the district/LEA must submit a survey for each of their school
facitlities and cach of these Tacilities, many have numerous vicltions that have to be reviewed and
discussed with the distnict architect and superintendent/business manager/grounds personnel.
This may take a significant amount of time dependent uwpon  the additional
information/documentation that is required of the architect and/or district staff, preventing
approval of the reports in the noted timeframe.
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STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION
CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES
(Continued}
FOR THE YEAR ENDED JUNE 30, 2007

FINDING 87-1 Noncompliance with Mandated Duties (Continued)

e Jhe Agency was late submitting the Annual Staustical Report to the Governor and General
Assembly. Based on transmittal receipts for the Annoal Statistical Reports. we noted that the
2005 Report due on January 14, 2006 was submitted on December 29, 2006, 11 % months late.
and the 2006 Report due on January 14, 2007 was submitted on October 23, 2007, 9 %2 months
late. The School Code (105 H.OS 3/2-3.0 1) requires the Agency to report to the Governor and
General Assembly anmually on or hefore January 14 the condition of the schools of the State for the
preceding vear, ending on June 30, Ageney personnel stated the Agency does not possess the
required data for the preceding vear ending on June 30 in time to submit the Statistical Report to the
General Assembly and Governor by the January 14 doe date. The Agency has consistently reported
data for the vear prior to the preceding year in the Statistical Report.

e The Agency did not implement and adnunister a K through 3 class size reduction program to
detray the costs and expenses of operating and mamtaming classes in grades K through 3 with an
average class size within a specific grade of no maore than 20 pupils or to hire teacher mides if a
school’s facilities are inadequate to allow for this specified class size. The Schoot Code (105
H.CS 3/2-3.136 (a)) requires the Agency to implement and admimster a K throngh 3 class size
reduction grant program from State funding to schools that are on the State Board of Education Larly
Academic Warning [ist or the academic watch list that maintain grades K through 3 with an average
class stze of no more than 20 pupils. Agency persomel stated the pilot project has not been in place
long enough 1o gather sufficient data to determine its educational affect on students, therefore, the
Agency can’t determine the benclits of mmplementing the program siatewide.  Furthermore, the
Agency estimates the cost of statewide implementation to be in excess of $600 million which would
need o be supplemented by a capital program that would allow schools to bnld additional

classrooms.

e The Agency did not comply with several requirements of the Private Business and Vocational
Schools (PBVS)Y Act (105 TLCS 425/1 thru 425/15). The PBVS Act was established to provide
for the protection, education and weltare of the citizens of the State of 1Hineis: to provide for the
education, protection and welfare of the students of 1ts private business and vocational scheols:
and to facihitate and promote quality education and respansible, ethical business practices in each
of the private business and vocational schools enrolling students in this State. The Act establishes
an Advisory Council under the supervision of the Agency to carry out the mission of the Act.
Agency personnel stated lack of compliance due to various issues including loss of
knowledgeable staff from retirements and new and mexperienced staff.

e The Agency tatled to submit nominations to the Governor for his appointment to the [Hlinois Summer
School for the Arts Board of Trustees, The [Hinois Summer School for the Ants Act (105 ILCS
310/4) requires the Agency to nominate two candidates for consideration by the Governor for each
vacancy. The Agency plans to seek repeal of this statute.
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STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION
CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES

(Continued)
FORTHE YEAR ENDED JUNE 30, 2607

FINDING 07-1 Noncompliance with Mandated Duties (Continued)

The Agency faed fo consider certain mandates when establishing the annual budget. We noted
noncompliance with the following mandates:

o The Agency did not make grants mvailable for educational programs for gifted and talented children
to gualifving school districts. The School Code (105 H.OS 5/14A~15) requires the Agency to make
srants avinlable for cducational programs for gifted and talented chiidren, subject to the availability

of categorical grant funding or other funding appropriated for snch purposes.

o The Agency did not implement and administer a grant program to school districts on the
academic watch list and school districts that have the lowest achieving students to be used to
improve stadent achicvemment. No grant program was implemented for Fiscal year 2007 for school
districts on the academic watch list and other school districts that have the lowest achieving students
as determined by the State Board of Education to be used to improve student achievement.  The
School code (105 HLCS 5/2-3.25d (¢)) states that the Agency, from any moneys it may have available
for this purpose. must implement and admintster a grant program that provides 2-year grants to
school districts on academic watch list and other school districts that have the lowest achieving
students. as determimned by the Agency to be used to improve student achievement.

The Agency sought repeal of the following mandates in an Amendment to House Bill 2004 introduced in
the Spring of 2007, The legistature took ne action on this amendment, thus we noted noncomphiance with
the folfowing:

e The Agency did not imitiate and maintain an annual Gevernor’s Recognition Program as required
by the School Code. The School Code (105 1LCS 3/2-3.92) requires the Agency {0 wihate and
maintain an annual Governor’s Recogmition program {or premier orgamzations meeting and
exceeding established criteria for a Drug Free Hlinots.  In addition, the Agency did not make
available competitive grants for the purpose of developing drug-free community planning
and implementation strategies as required by the School Code. The School Code (105 IL.CS 5/2-
3.93) requires the Agency to award compelitive grants from funds appropriated, to school districts to
enhance the prevention and education measures offered in Hlinois to assure a drug-free society.

e The Agency did not establish a State level Committee of Cooperative Services. The School Code
(105 11.CS 5/13B-35.10 thru 35.20) requires the State Superintendent of Education to convene a
State level Commuttee of Cooperative Services and to approve the Committee’s by-laws and
procedures. The School Code also requires the Commitiee of Cooperative Services to advise the
State Superintendent of Education on the statewide development, implementation. and
coordination of alternative learning opportunities programs.



STATE OF ILLINOIS
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FINANCIAL AND COMPLIANCE EXAMINATION

CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES

(Continued)
FOR THE YEAR ENDED JUNE 30, 2007

FINDING 47-1 Noncompliance with Mandated Duties (Continued)

-

The Agency did not make avatlable competitive grants to school districts for the purpose of
developing comprehensive arts programs in grades kindergarten through 6 m music, drama, dance
and visual arts. The School Code (105 1LCS 5/2-3.65) requires the Agency to award competitive
grants from funds appropriated. 1o school districts to enhance the development of comprehensive arts
programs in grades kindergarten through 6 in music, drama. dance. and visual arts.

The Agency failed to establish and distribute funds for the Alternative fearning Opportunities
Program (ALOP). The Agency did not fund the ALOP. The School Code (105 1LCS 5/13B-40.5
thru 13B3-40.30) requires the Agency to establish and distribute the maximum avatlable funds for
ALOP. Any remaining funds should be used for the supplemental and impleinentation grant of the
ALOP,

The Agency did not develop a model currtculum as required by the Statute. The School Code (105
1L.CS 5/27-23.2) requires the Agency to develop a model curriculum for reduction of self destructive
behavior for use in grades 6 through 12 of public schools.

The Agency did not maintain stafl with expertence and academic preparation to provide
consulting assistance for programs relating to the study of atomic radiation and its peaceful uses.
The School Code (105 1LCS 5/27-25.1) requires the Agency to mamtatn a consulting staff to
provide consulting assistance for the planning, operation and evaluation of programs relating to

the study of atomic radiation and its peaceful uses.

The Agency did not make available competitive grants from funds appropriated to school
districts, non-profit organizations, math and science academy and colleges and universities for the
purpose of providing pilot programs to focus curriculum to improve scientific literacy and
establish criteria for the program. Furthermore, the Agency did not create a center on scientific
literacy for the purpose of providing technical assistance to school districts in the area of science,
mathematics and educational technology. The School Code (105 ILCS 5/2-3.94) requires the
Agency to award competitive grants from funds appropriated. to school districts to improve the
mathematic. technological and scieniific literacy of [llinois students in grades K through 12 in
public schools. The School Code (105 ILCS 5/2-3.95) requires the creation of a Center on
Scientific Literacy for the purpose of providing technical assistance to school districts in the area
of science, mathematics and educational technology.

17



STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION
FINANCIAL AND COMPLIANCE EXAMINATION
CURRENT FINDINGS, RECOMMENDATIONS AND AGENCY RESPONSES
{Continued)
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FINDING 07-1 Noncompliance with Mandated Duties {Continued)

In addition. during the current audit several recommendations from last year were implemented as

fosllows:

During the prior vear. the Ageney did not prepare and make available to school boards instructional
materials relative to commemorated persons, activities, or cvents that may be used by school boards in
conjunction with any instruction provided in Section 24-2 of the Hhinois School Code. During the current
asudit. we noted the Ageney made such information available via its website.

During the prior year, the Ageney together with the Capital Development board did not submit the Capital
Needs Assessment Report to the General Assembly in a timely manner. During the current audit, we

noted that the Report was submitted timely,

During the prior vear, the Agency did not make computer literacy and high-tech competency grants
available to qualifving school districts. During the corrent year, our testing noted the School Code (105
ILCS $/2-3.43) was repealed effective June 1. 2007, therefore, it is no longer a requirement applicable to
the Agency. (Finding Code No. 07-1.06-1. 05-2, 04-6, (3-6. 02-13, 060-9)

Failure to carry out mandated duties is noncompliance with statutery requirernents.

RECOMMENDATION

We recommend the Agency develop a system to identify all mandates and develop procedures o ensure
compliance.

AGENCY RESPONSE

The Agency is considering development and implementation of an automated system that will allow for
tracking of all mandates to which the Agency is subject and identification of the areas in the Agency
responsible for comphance.

Physical Education Report -
The Agency is implementing an electronic means for collection of the required information from school
districts. The June 2008 Report will be submitted to the Governor and Generai Assembly by January 30,

2009.
Alternative teacher evaluation plan -

By January . 2009 the Agency will develop an Alternative Teacher Evaluation instrument to have
available, should it ever be needed.
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AGENCY RESPONSE (Continued)

Charter school start-up grants -

Appropriations for charter schools have historically been requested as one e ntem. Due 1o a lack of
funding, the Agency funded Transition Impact Awd first and start-up grams if funds remained: msufficient
funds were appropriated in fiscal year 2007 to provide for start-up grants. ‘The Agency’s fiscal year 2008
Budget Recommendation included separate funding requests for Transition Tmpact Aid and Charter
Schools Start-Up Grants,

Hinots Institnte for Entrepreneurship Ecueation -
The Agency currently has appointed the required number of nrembers to this Institute. The Agency will
work to ensure that future vacancies on the Instinnte are [illed promptly.

I iteracy Advisory Board -
The Agency currently has appointed the requived number of representatives to this Board.  The
Agency will work to ensure that future vacancies on the Board are filled promptly.

Parental Participation Pilot Project -

The Agency plans to release to Parental Participation Pilot Project grant recipients the continuation grant
information which includes performance reporting forms in time to allow recipients o return annual
progress reports 1o the Agency by the August 1" deadline.

Reading improvenient Block Grants -

The Agency obtained the neeessary information and provided the 2007 report on the results of the
Reading Improvement Block Grant program (o the General Assembly in January 2008, The Agency is
implementing an autontated process for obtaining performance report information and has assigned a full-
time staff member to the Reading Improvement Block Grant Program to help ensure that the 2008 report
on the results of the Reading Improvenient Block Grant Progrant are submitted to the General Assembly
prior to the December 2008 due date.

Safety Survey Reports -

The Agency developed and implemented in January 2008 the 1lealth/Life Safety Processing System. This
system altows for electronic submission and tracking of the Safety Survey Reports. If documents are not
complete and/or adduional information is required. Agency staff can electronicaily deny a portion of or
the entire survey resulting i it being returned to the distriet and engineer/architect for them to revise and
resubmit. The automation of this process should result in more timely approval and documentation of

delays in the process.

Annual Statistical Report -

The statute requires the Agency to report to the Governor and General Assembly anpually on or before
January 14 the condition of the schools of the State for the preceding vear, ending on June 30. The
Agency is currently dependent on scheol districts to provide the needed data in a timely manner to report
on the condition of schools. Not all school districts provide their data for the immediately preceding
school year in time for the Agency to be able to report on the condition of schools by mid-January. The
future utilization of the Student Identification System in the collection of this data should atlow the
Agency to report on the condition of schools in a more timely manner.
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AGENCY RESPONSE (Continued)

K through 3 class size reduction program -

The Agency believes it is in compliance with this mandate, as the School Code (105 HL.OS 572-3.136(a))
states. in part:  “From appropriations made for purposes of this Scction, the State Board shall award
grants to schools .. .7 Article VIIL Section 2 of the Hlinois Constitution requires all appropriations lor
the expenditure of funds to be approved by the General Assembly. Since the fiscal year 2007 budget. as
approved by the General Assembly and signed by the Governor. did not include an appropriation lor the
program described in this section of the School Code, the State Board of Education did not implement the

program.

Private Business and Vocational Schools (PBVS) Act -
Agency stalf is aware ol the requirements ol the PBVS and arce taking action to ensure the Ageney's
compliance with these requirements.

Hlinois Sununer School tor the Arts Board of Trustees -

The Agency did not consider it necessary to make nominations to the Governor for his appomtiment to a
board that has not been in existence since 2001 for a program that has not operated since 2000, The Agency
is considering secking repeal of this statiie.

Annual budget -
The Agency is unaware ol any statutory requirement "to consider certain mandates when establishing the
annual budget.”

Article VI Section 2 of the Hlinots Constitution requires the Governor 1o submit an annual budget to the
General Assembly. and requires all appropriations for the expenditure of tunds to be made by the General
Assembly. Furthermore, 20 1LCS 30035 establishes the Governor’s Office of Management and Budget as
the entity tasked with submitting the annual budget to the General Assembly. Neither the Constitution
nor the Governor’s Office of Management and Budget Act give authority to the State Board of Education
to directly request funding for programs. Additionally, the School Code contains no requirement that the
State Board of Education submit an annual budget. though the Agency does submit information. as
requested. to the Governor's Office of Management and Budget and to the General Assembly.
Additionally, requiring the Agency to request funding for all mandates to which the Agency is subject
does not altow for the Board and Agency management to utilize their experience and expertise in
prioritizing the limited amount of dollars avatlable in any given year for Pre-K-12 education.

Grants for educational programs for gifted and talented children -

The Agency believes it is in compliance with this mandate, as the School Code (105 ILCS 5/14A-45)
states: “Subject to the availability of categorical grant funding or other funding appropriated for such
purposes, the State Board of Education shall make grants available to fund educational programs for
gifted and talented children.”  Article VI, Section 2 of the Illinois Constitution requires ail
appropriations for the expenditure of funds to be approved by the General Assembly. Since the fiscal
vear 2007 budget, as approved by the General Assembly and signed by the Governor, dud not include an
appropriation for the program described in this section of the School Code, the State Board of Education
did not implement the program.
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AGENCY RESPONSE (Continued)

Grant program to school districts on the academic watch list -

The Agency believes it is in compliance with this mandute. as the School Code (105 HL.CS 5/2-3.25d ()
states. in part: “The State Board of Education, front any moneys it may have available for this purpose,
must implement and administer a grant program .. .7 Article VL Section 2 of the Hlinois Constitation
requires all appropriations for the expenditure of funds to be approved by the General Assembly. Since
the fiseal year 2007 budget, as approved by the General Assembly and signed by the Governor, did not
include an appropriation for the program described in this section of the School Code, the State Board of
Edncation did not intplement the program.

Governor's Recognition Program -
The Agency sought repeal of this statute in an amendment to HB 2004, spring 2007 however, no
legislative action was taken. The Agency 1s agam secking repeal of this statue in SB 2482, spring 2008,

State Level Committee of Cooperative Services -

The Agency previously sought repeal of this statute.  However, to comply with the statute, the Agency
convened a State Level Commitiee of Cooperative Services, wlich held its first meeting in Jannary 2008,
By-laws for this commiftee have been drafted and dates sct for firture meetings.

Competitive grants to school districts for the purpose of developing comprehensive arts programs -
The Agency sought repeal of this statute in an amendment to HB 2004, spring 2007 however, no
legislative action was taken. The Agency is again sceking repeal of this statue in SB 2482, spring 2008.

Alternative Learning Opportunities Program (ALOP) -

The Agency sought repeal of this statute in an amendment to 113 2004, Spring 2007, however, no
legislative action was taken. The Agency will again seek repeal of this statue m an amendment to SB
2482, Spring 2008,

Curriculum for the reduction of self-destructive behavior -
The Agency sought repeal of this statute 1n an amendment to HB 2004, spring 2007. however, no
legislative action was taken. The Agency is again seeking repeal of this statute in SB 2482, spring 2008.

Consulting assistance for programs relating to the study of atomic radiation and its peaceful uses -

The Agency is unaware of ever receiving any application for providing an educational program on atomic
radiation and its peaceful uses. ISBE must prioritize the use of its limited resources and it is not
reasonable 1o have consultants, materials, and demonstration centers, etc., which would not be utilized.
The Agency sought repeal of this statute in an amendment to HB 2004, spring 2007, however, no
legislative action was taken. The Agency is again seeking repeal of this statute in SB 2482, spring 2008.

Competitive grants -

The Agency sought repeal of 105 HLCS 5/2-3.94 in an amendment to HB 2004, spring 2007, however, no
legislative action was taken. The Agency is again sceking repeal of this statute in SB 2482, spring 2008.
An amendment will be added to this bill to include 105 1L.CS 5/2-3.95 for repeal.
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FINDING 67-2 Noncompliance with the Fiseal Control and Internal Auditing Act

The Agency did not comply with provisions of the Fiscal Control Internal Auditing Act (Act) (30 HCS
10/1001 et seq.).

Internal Audit did not audit all of the Agency’s major systerns over the last two years. During fiscal year
2007, Internal Audit performed only two (2) audits, It was also noted Internal Audit completed the
required review of one of the two (2) major EDP systems implemented duning the year.

The Act requires that audits of major systems of internal accounting and administrative control be
conducted on a periodic basis so that all major systems are reviewed at least once every two years. The
Act further requires that audits include testing of the obligation. expenditure, receipt and use of public
funds of the State and of funds held in trust to determine whether those activities are in accordance with
applicable laws and regulations. The Aet also requires reviews of the design of major new electronic data
processing systems before their installation to ensure the systems provide for adequate audit trails and
accountability.

Agency personnel stated turnover and lack of sufficient statfing did not permit Internal Audit o complete
the audits needed to meet the requirements of the Act. Appropriate processes were not in place to ensure
Internal Audit involvement in all major systems development/modification projects. In addition. staffing
Jevels did not permit Internal Audit to provide adequate coverage of those projects.

Fhe Intermnal Audit Division cannot assure managentent that reasonable controls exist if internal controls
of major systems of internal accounting and administrative control are not reviewed. The lack of audits of
major systems could result in undetected control deficiencies leading to possible errors, misstatements or
fraud. In addition, failure to review major electronic data processing systems could lead to the installation
of systems that do not provide adequate audit trails and accountability. (Finding Code No. 07-2, 06-2)

RECOMMENDATION

We recommend the Agency allocate adequate resource to the Interal Audit division to ensure audits of
major systems are performed at least once every two years as required by the Fiscal Control and Internal
Auditing Act. Further, the Agency should reiterate the importance of communication between the Internal
Audit and Data Systems divisions to ensure the review of major new electronic data processing systems
before their installation.

AGENCY RESPONSE

Internal Audit has not met the requirements for audit coverage of major systems of internal control at
least once every two years and reviews of information systems development and modification projects as
necessary. due to limited resources.  Internal Audit is currently engaged in the process of hiring an
additional staff member which would allow audit coverage of all major systems of internal control.
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STATE OF ILLINOIS
ILLINOIS STATE BOARD OF EDUCATION

FINANCIAL AUDT AND COMPLIANCE EXAMINATION

FOR THE YEAR ENDED JUNE 30, 2007

FINANCIAL STATEMENT REPORT

SUMMARY

The audit of the accompanying financial statements of the Hmois State Board of Education was
performed by Washington, Pittman & McKeever, LLC,

Based on their audit, the anditors expressed an unqualified opinien on the Agency’s basic finaneal
statements.



WASHINGTON, PITFMAN & McKEEVER, LLC
CERTIFIED PUBLIC ACCOUNTANTS AND
MANAGEMENT CONSULTANTS

819 South Wabash Avenue Ph. (312} 786-0330
Saite 600 Fax (312) 786-0323
Chicago. Hlinots 606032184 www. wpmok.com

INDEPENDENT AUDITOR'S REPORT

Fionorable Willuom G Holland
Anchtor General
State of Hlinois

As Special Assistant Auditor for the Auditor General, we have awdited the accompnyving hnancial
statements of the govermnenial activities. cach major Tund. and the aggregate renmiing fund mlonmation of’
the Hhnois State Board of Fdacation, as of wnd for the year ended June 30, 2007, which collectively
compnse the Hhnois State Board of Education's basic linancial statements as bsted in the table of contents.
Phese fimancial stitements are the respoisthihity of the Hiinels State Board ol Education™s management. Our
responstbility 1s o express opintons on fiese (ancial statements based on oor audit.

We condacted cur audt in accordance with anditing standards eonerally accepted i the United States of
America and the standards appheable to {manaial andits comained in Goversunent Awditing Stondards issued
by the Comptrolter General of the United States. Those standards reguire that we plan and pertorm the audit
to obtain reasenable assurance about whether the financial statements are free of inaterial misstatement. An
audit includes examiming, on a test basis. evidence supporting the amounts and disclosures m the financial
statements.  An audit also includes assessing the accounting principles used and the significant estimates
made by management. as well as evaluating the overalt financial statement preseitation. We believe that our
audit provides o reasonable basis for our opinions.

As discussed in Note 20 the fmancial statements of the Hlinois State Board of Education are intended to
present the financial position and changes in financial position of only that portion of the povernmental
activities. cach major fund. and the aggregate remaining fund information ol the State that is atiributable
to the transactions of the Ilhnois State Board of Education. They do not purport to, and do not, present
the financial postion of the State of Hinms as of June 30, 2007, and the changes iy its financial position
for the year then ended in contormity with accounting principles generally accepted i the United States
of America.



fn our opinion, the financial statements referred 1o above present fairly, in all material respects, the
respective financial position of the govermmental activities, each major fund. and the aggregate remaining
fund information of the Hhinois State Board of Education as of June 30, 2007 and the respecti